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NEW YORK STOCK EXCHANGE 1949 1948 
cereal a | | 
MONTH END DATA | July | June May July 

Shares Listed ae ae ae a a ee ee ee ee 2,150 2,140 2,072 1.991 

Market Value of Listed Shares. . . . . . ~~ « (Mil. S) 67,279 | 63,921 | 64,147 71,056 

Par Value of Bonds Listed . . . . . . . . «© CMil.$) | 130,975 | 130,402 | 131,381 131,593 

Market Value of Listed Bonds . . . . . . . ~« (Mil. $) | 132,813 | 131,686 | 132,029 131,645 

Market Value of All Listed Securities . . . . . (Mil.S) | 200,092 | 195,607 | 196,175 202,701 

| | 

Gonch lesmen Listed 2 «ws tt te hel elhUlU 6 ENO) 1,450 | 1,447 | 1,444 1,410 

Bond Issues Listed . . . . . +--+ + --  QNo) | 919 917 | 912 903 

Total Stock and/or Bond Issuers . . . . . «. «. Q€No.) 1,247 1,245 | 1,242 1,226 

| | 
| | 

Stock Price Index (12/31/24 WOOP AB. . « « CF) } 67.0 | 67.9 78.2 

Flat Average Price—All Stock Issues A. . . «. . (S$) 41.99 40.74 | 41.31 46.22 

Shares: Market Value Shares Listed A. . . . ($) 31.30 29.87 30.96 35.69 7 tl 

Bonds: Market Value Per VameA. . « «+ = @& 101.40 100.98 100.49 100.04 £ is 

| i 

Member Borrowings on U. S. Govt. Issues . . . (Mil. $) 170 165 164 115 4 t 

Member Borrowings on Other Collateral . . . . (Mil.$) | 371 | 531 331 260 c 
Per Cent of Mkt. Val. of Listed Shares . . . (%) 0.55 0.83 0.52 0.37 S| 

Member Borrowings—Total . . . . . . . « (MiLS) | 542 696 495 375 ns a 

‘ : | t 

N. Y. S. E. Members’ Branch Offices . . . . . (No.) 967 962 | 958 932 , 

Total Non-Member Correspondent Offices . . . (No.) 2765 | 2,765 2,752 2,714 ; 

| | | t Z 

Customers’ Net Debit Balances C . . . . . . (Mil$) | 690 | 683R 660 608 3 V 
Credit Ext. on U. S. Govt. Obligations . . . . (Mil.$) | 79 80 67 74 

Customers’ Free Credit Balances C . . . . . (Mil.$) | 530 S32: | 535 577 

| | ez 
DATA FOR FULL MONTH | ; : 
| | | 

Reported Share Volume ........ . (Thou.) 18,752 | 17,767 18,179 24.585 ; r 
Ratio to Listed Shares . . . . «© «© «© © « « (%#) 0.87 | 0.84 0.88 1.24 
Daily Average . . . + + + «+ +» «© « » » (€Fhon.) 938 sos | 808 1.171 ‘ 

| | ' 
, - 
Total Share Volume (Incl. Odd Lots) D . . . . (Thou) | 24.306 | 24,006 32,676 I 
Money Value of Total Share Sales D . . . . . (Thou.$) | 585,125 | 636,303 934,039 ] 
34, 

Reported Bond Volume (Par Value) . . . . . (Thou.$) | 64,021 | 64,257 62,284 75.831 
Ratio to Par Value of Listed Bonds . . . . . (%) 049 | .049 | 047 058 ( 
Daily Average . . . 1. s+ «© « «© « © « « QCihou.§) | 3,201 | 2921 | 2.768 3.611 k 

poe F P — oe | | s 

Total Bond Volume (Par Value) D . . . . . (Thou.$) | } 63,433 | 63,601 86,380 

Money Value of Total Bond Sales D . . . . . (Thou.$) | | 46,165 | 47.431 64,672 

N. Y. S. E. Memberships Transferred . . . . . (No.) 1 | 5 | 3 2 : , 
meee FIG kt tt Kt tO ee ee 35,000 | 39,667 37,500 68,000 “e ' 

8/15/49 | 7/15/49 | 6/15/49 8/13/48 { ( 

Shares in Short Interess D . . . . .. =. =. (Thou) 2,006 | 1,844 | 1.610 1,009 

| 

A—Based on issues listed at the end of each month; such issues C—Reported only by member firms which carry margin ac- ( 
and/or their amounts vary from month to month. counts. Excludes accounts carried for member firms which , 









are members of national securities exchanges and for general 
B—Adjusted for split-ups, split-downs, and stock dividends but partners of such firms. 


NOT for new listings or suspensions. D—Based on ledger dates. R—Revised. 
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under 


r the outstanding characteristic of the 
stock market for nearly all of the last 


three years could be condensed into a 


& single noun, the word would be—forti- 
3 tude. The natural starting point for a dis- 
cussion of the market’s ruggedness under 
stress is the trough of the 1946 decline: 
as traced by the Dow, Jones & Co., indus- 
trial price average. this was reached when 
the average dropped from 212.50 on May 
; 29. 1946, to 163.12 on October 9 of that 
: year. 


Precedent received recognition among 
in course of this 
decline of 23.2 per cent. for wasn’t it the 
expected thing to experience a post-war 
reaction ? 


investors and_ traders 


The precedent of immediate moment 
was set in 1920-21. after a year of good 
business following the end of World War 
I: but charts had been issued from time 





to time which showed that a post-war re- 
cession of business and securities prices 
had occurred in much the same fashion 
so far back into history as the War of 
1812. or the Napoleonic wars. 

Looking for supplementary precedents, 
many persons put the 1946 reversal beside 
that of 1937-38 when corporate earnings 
dropped sharply, many dividends were 
cut in half and some omitted. But the 
parallel between then and now. although 
easily possible to read into the situation of 





common stocks for a while. became no 
parallel at all in 





industrial 


respect to 








An Analysis 
of Stock Market Stability 


Stress 


By HORATIO L. WHITRIDGE 


events. Earnings and dividends increased 
instead of shrinking those of 1946 
being larger than 1945. with the upward 
trend continuing through 1947 and 1948. 

Instead of parallels between the action 
of stocks and business there was a terrific 
contrast: and investors might advantage- 
ously study these phenomena in examin- 
ing the securities market this summer. 
Ageregate dividend payments on stocks 
listed on the New York Stock Exchange 
showed these increases: 1946 over 1945, 
16.3 per cent: 1947 over 1946, 19.9 per 
cent: 1948 over 1947, 15.9 per cent. The 
dividend chart line continued to rise into 
1949, as the first half of this year dis- 
closed a 11.2 per cent enlargement, in the 
aggregate. over the corresponding 1948 
period. There were some stocks which re- 





A Foundation's 
Building Stones 


The change of stock market senti- 
ment which was evident in early 
August, accompanied by a rising 
volume of transactions on the New 
York Stock Exchange, lends empha- 
sis to the discussion on this page. 
Mr. Whitridge's article traces the 
tenacity with which investors re- 
tained their common stock holdings 
during the last three years, estab- 
lishing a sturdy foundation for the 
study of current conditions. 














EWING GALLOWAY 


duced their half-year payments. but others 
increased them. more than making up the 
deficiency, and this occurred in spite of 
the final arrival late in the first quarter 
of generally credited indications of at 
least a post-war business readjustment. 
The 1946 and subsequent cleavage be- 
tween the action of industry and the ac- 
tion of stocks possibly established a prece- 
dent of its own for future reference by 
statisticians. If we stick to facts as they 
developed, and use them as basis for cur- 
rent investment study, we find that com- 
stocks 
curious fashion. Curious, that is. because 
they pretty well upset what would nor- 
mally have been expected of them in past 


mon have acted in a somewhat 


and more speculative intervals. Stocks re- 
fused to accept the evidence that industry 
was creating a highly prosperous period: 
they seemed to hang back in the traces: 
they balked upon occasion and with seem- 
ing lack of comprehension of actual busi- 
ness progress, they turned tail and ran 
on other occasions. 

But they did not run far. and here is 
where the idea of stock market fortitude 
makes entrance. In 1947 and 1948. com- 


] 












mon stocks twice approached the 1946 
the 
erage. but they did not break through it. 
It was not until June 13. 1949. that the 
industrial average did penetrate the old 


low. as recorded by Dow-Jones av- 


low. getting down to 161.60; but then the 
market's fundamentally rugged character 
showed itself again. with the result that 
hy early August. the average. rising to a 


level above 177. stood nearly in the same 
position that it had occupied on March 30. 

The foregoing is. admittedly. merely 
one way of interpreting the stock market's 
action since May. 1946. It could be argued 
the 


sented here that the market. instead of dis- 


from same statistics as those pre- 
playing a strong degree of fortitude after 
its retreat from high levels in 1946. has 
disclosed mere timidity ever since. back- 
ing and filling aimlessly. Having antici- 


pated a post-war business reversal. and 
being too early about it. stocks (meaning 
sell 
had 


been right by standing aloof from the oc- 


investors and traders who buy and 


them) stubbornly maintained they 
casional slow upward price swings and 
from extensive Commitments on the “buy 
side.” 

This contention would have to admit 
that stocks have done a major job of dis- 
counting a post-war business decline. The 
average price retreat from the high of 


1946 to the low of that vear (which has 


I ant” — 


greet. reat t. 


practically been the low ever since) Was 
about 23 per cent. Dow-Jones. The per- 
centage may be contrasted with some fig- 
ures showing declines which President 
Truman noted in his report to Congress 
several weeks ago 

59.000.000 
hands. a retreat of about 2.8 per cent for 
the first half of 1949; average weekly 


wages in manufacturing between Decem- 


Civilian employment — of 


ber and May. about 3.6 per cent; gross 
national product only slightly less than a 
vear ago. although 6 per cent less than 
the all-time peak of last autumn: whole- 
sale prices. 9.3° per cent and consumer 


prices about 3 per cent lower. 


Uneven Comparison 

Here. of course. is an unbalanced com- 
parison, for stocks move swiftly in mak- 
ing adjustments to forces affecting them 
whereas the other statistics are slow mov- 
ing: the stock percentage is current while 
the other items are older. But at least the 
references pave the way to a definite sug- 
gestion: that is. that stocks have had to 
these last three with ele- 
ments which transcend the impact of per- 


contend years 
senti- 
ment, and the thought of stock market for- 
titude is consequently accorded a plume. 


tinent statistics upon investment 


Seldom in the experience of the present 


generation has sentiment connected with 





the employment of 


personal resources 

been subjected to such strains as those 

present in the world situation since 19 16, 
The long drawn out “cold war” 

the spread of Communism from country 

to country of the Balkans . 

tion of ideas in this country which seemed 


. . the promo- 


to lead away from the free enterprise s\s- 

the difficulties of England 

the approach of deficit financing again 
our nation’s risks. taken and likely 

to be taken. as the leader of de- 


mocracy these have pressed constantly 


tem 


world 


upon public nerves. 

The setting since 1946 has been a handi- 
cap upon plans for the application of 
investment programs in common. stocks. 
except for a few bright elements. Notable 
among the latter have been dividend rates 
and yields obtainable from well-placed 
equities: and in contending that. because 
the market has not been stampeded into 
really extensive declines. it has revealed 
en underlying fortitude, it is logical to 
lean toward dividends and _ yields—-ele- 
ments highly practical to investors—as 
market 
Which leads to a cautious forecast. 


largely explanatory of events. 
Earnings for the first six months of this 
vear. as they make their appearance dur- 
ing the next few weeks and also those for 
1949 as a whole, will probably show wide 
(Continued on page 12) 
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those 
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Half-Y 


ear’s karnings 


Show Irregular Decline 


.OME light is thrown upon the uneven 
\” state of corporate earnings during the 
first half of this year by referring to 
percentage from the 
statistics on the next page. Of the 454 


changes derived 
companies with securities listed on the 
New York Stock Exchange which com- 
prise this report, 60 per cent showed a 
decrease in net income over the same pe- 
riod of 1948. The figures point up a de- 
cided change from the earlier post-war 
years and give a measure of reflection of 
the business readjustment which got un- 
der way last winter, 

The trifling decline of 1 per cent in 
the table’s earnings total of $2.241.627.000 
of the 
contrast 


individual 
with the 
automotive roster’s showing of 28.8 per 


calls for review cor- 


porate groups. In 
cent rise in net income, the railroad and 
rail equipment group (containing only 
a few more companies) showed a decline 
of 25.2 per cent. The 29 steel and iron 
company exhibit of a 49.2 per cent growth 
might be compared with the rise of only 
1.9 per cent in the 25 corporations of the 
food products and beverage alignment. 


Petroleum Profits Recede 

The petroleum and natural gas group- 
ing of 23 companies revealed a decline 
of 26.4 per cent, and the 20 retail trade 
organizations reported a recession of 23.5 
told. lost 
ground and only seven gained; and had 
it not been for the 
of the automotive 
gories, the net showing of the com- 
plete exhibit 
farther on the side of retreat than it was. 


per cent. Eleven groups. all 


active — status 


and _steel-iron cate- 


would have been much 
The showing brings no surprise to per- 
sons who have followed industrial news 
from day to day, for the scope of em- 
ployment, production and demand for 
motor cars and steel, these being related 
forecast the 
and_half- 
vearly earnings estimates were issued. 
The reminder may be made that the 
reports for 1949 disclose changes from 


in no small degree, had 
trend long before quarterly 





the first half of 1948, an unusually active 
year bringing substantial net corporate 
incomes. Anything in the nature of a 
“slump” calls for discounting by reason 
of the passage of time: had this year’s 
first half been compared with the second 
half of 1948. the 
would have been less evident. or at least 
sraduated from the first-half totals of 
1948. i 


recession of business 


For study of the statistics. it is 


























logical to hold in mind recent evidence 
deriving from individual industries that 
some improvement is being felt from the 
second quarter's situation of orders for 
goods, and price advances have lately 
been noted in such prominent industrial 
products as copper. lead and zine. 

Of the 23 petroleum companies. only 
three disclosed a gain in net over the 1946 
Although all 23 reported profit- 
able operations for the six months, the 


period, 


tale was changed from the long story of 
rising oil profits during the last five years. 


The extraordinary heat of this summer 
United States 
helps to remind statisticians that last 


throughout most of the 
winter. too, was milder than normal. and 
petroleum earnings reflected the tempera- 
ture during the year’s first four months. 
Backed-up supplies of heating oils in 
storage facilities and sluggish buying by 
householders. along with a decline in fuel 


oil Consumption on the sea. had forecast 


i estentnennttiee 4 


27 - 
gear? ate 


4. DEVANEI 
Heavy industry production goes, naturally, in the American way, to the assembly line— 
Constellation transports at Lockheed plant. 


the net income figures for the oil group. 

Among the larger industries. the chem- 
ical company display shows the stalwart 
character which this business usually re- 
veals when any periods are compared. 
The rise of 10.6 per cent in net income. 
with 23 of the 42 companies recording 
improvement and all but one standing in 
the black. 


tained 


speaks of a heavy, well-sus- 


demand for many products. al- 


though some individual reports have 


this 


News accounts of numerous new products. 


noted) substantial recessions year. 








notably in the field of antibiotics, have 
spot-lighted well sustained departments of 
the chemical industry. although some of 
the heavy chemical lines. including ma- 
terials used in the glass industry. have 
been less active than a vear ago. 

The machinery and metals group made 
a skimpier showing than the trend of 
general business appeared to forecast. with 
a decline of 31.7 per cent in net income 
and only 19 of 57 companies scoring 
gains over 1948. The decline of 16.8 per 
cent in the net of the 19 mining companies 
was somewhat less than had been expected 


in some quarters, due to the practical 











Selectivity? —Price Trends 
Kmphasize A Principle 





COMPLETE lecture on elements of 
Fain investment procedure when 
common stocks are used as the medium 
could be prepared from the statistics at 
the end of this article. The tabulation 
presents the 30 stocks of the New York 
Stock Exchange list which are employed 








moreover, that individual trends varied 
widely among the Dow-Jones stocks them- 
selves during the stretch of about seven 
weeks: and the same situation would pre- 
vail during a declining market interval. 
Viewing the price changes solely from 
the angle of capital gain, a lecturer would 




































eclipse of demand for non-ferrous metals — hy Dow, Jones & Co. in making up the — find material in them for discussing selec- ’ 
which occurred in April and May. Even — jndustrial average. which has been calcu- _ tivity in arranging a portfolio. It is notice- 
for a year marked by recession the spring — lated daily since 1897. The prices trace able that certain stocks displayed far : 
experience of these metals is now viewed the market's trend from June 13 when — greater resilience than others during the rs 
as hardly explainable by business statis- the average recorded the lowest level bull “swing.” and an analyst would say 
tics of industry as a whole. a situation yeached during the last three years to a that some of the stocks which showed least 
further complicated for statisticians by an near-by date in the July-August rally. the effect of an improved investor senti- : 
abrupt turn-about witnessed in buying Translated into an average for the en- ment subsequent to early June were to be ' 
during recent weeks. tire group, the calculation showed a_ rated among “old-line” issues long held . 
In seeking to project first-half earnings — rise of 11.7 per cent for the period. The firmly for investment income primarily. : 
further ahead. consideration could be ac- | comment warrants emphasis that the aver- ; | 
corded recent reports of business im- age depicts the price trend, with recogni- Middle Group 
provement in certain directions. The basis — tion of the fact that so few stocks of the Among the stocks in the medium field 
appears to be reduced inventories, com- Stock Exchange roster are unable to dis- say those which advanced from 10 to 
bined with more confident buying of close individual trends among 1,011 com- 16 per cent—could be counted issues ap- t 
goods by distributors. mon stocks. The table’s details show, pealing to seasoned buyers for both a t 
good dividend record and an ability to 
make a fair response when the market é 
tone veers from uncertainty into a re- : 
NET INCOME OF 454 COMPANIES HAVING COMMON STOCK newed confidence. The issues showing the : 
LISTED ON THE NEW YORK STOCK EXCHANGE larger percentage price gains could, : 
7 . speaking generally, be divided into two 
First Six Months of 1949—By Industrial Groups categories: (1) certain manufacturing 
Number ree company stocks which are particularly 
Number Sieatts ae wae Estimates Grou Met income paint . ee er or args 
ee eT wt | ee rag doe ting among seekers of capital gains. and (2) 
bata sa ses one) ist 6'fine. 1849 1948) stocks which previously had been de- | 
Amusement... . .) 6 6 3 $ 17,790,000 6.6% pressed in price, in some cases further 
Autemetive ..... @ 34 16 391,918,000 28.8 than other issues in their industrial field. 
Building Trade . . . . 15 14 8 33,554,000 12.3 A . 
Chemical . 2 2... 42 1 23 249.103.000 ~ 10.6 Another lesson which the uneven price 
Electrical Equipment . . 10 10 2 92,896,000 1.0 changes suggest would have to do with 
Financial . 2 . . . . 16 16 12 21.885.000 100.0 diversification. The day the rally began, 
Food Prods. & Beverages 25 24 12 80.560.000 Be no power existed to determine which of 
Machinery & Metals . . 57 52 19 57.997,000 31.7 (Continued on page 12) 
Minime . 2. 2.1 ss + BD 16 7 25.336.000 16.8 
Office Equipment 5 5 l 23,551,000 4.1 Statistical and other factual information, 
Paper & Publishing 4 14 | 23,294,000 36.7 as well as comment regarding any securities 
Petroleum & Natural Gas 23 23 3 362.196,000 26.4 referred to in THE EXCHANGE, have been ob- 
R.R. & R.R. Equip. 17 12 13 144.214.000 25.2 tained from sources deemed to be reliable, 
Retail Trade . . . . . 20 16 5 23.671,000 23.5 but THe EXCHANGE assumes no responsibility 
Steel & Iron. . . . . 29 28 18 309,589,000 + 49.2 for their accuracy or completeness. Neither 
Wettie 2 2. ss ice sw BD 17 | 27,748,000 49.9 such information nor any reference to any 
Utilities... .. . 30 28 22 250.558.000 + 10.0 particular securities is intended to be or 
Other Companies . . . 38 35 15 105.767.000 2.8 should be considered in any way a recom- 
TOM 4 wk ce ct wt oO 121 181 $2.241.627.000 1.0% mendation for the purchase, sale or retention 
of any such securities. 
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Eased Tax on Dividends 


And Capital Gains, 
Shortened Holding Period 


Urged by Stock Exchange 


Stock Exchange has 
Federal tax 


2 ae New York 
issued a study of the 
structure which recommends changes de- 
signed to remove obstacles to investment 
in common stocks of job-creating enter- 
prises. The analysis of tax inequalities 
and commended alterations of the law are 
supported by searching discussion of de- 
velopments in the American economy 
since a similar study was issued by the 
Exchange nearly two years ago. 

“For some years,” the study says. “we 
have seen the market for equity capital 
deteriorate under the impact of a faulty 
tax structure. We have endeavored. 
through ceaseless effort. to impress the 
fact upon the general public that a steady 
and ample flow of private capital is nec- 
essary if job opportunities are to be pro- 
vided on a scale proportionate to the re- 
quirements of our expanding national 


life.” 


Commended to Washington 
The principal recommendations. which 
have been submitted to President Tru- 
man and to members of Congress. are: 


|. An immediate attack on the prob- 
lem of double taxation of dividend in- 
come by revising the law to permit in- 
dividuals to deduct from their income 
tax liability an amount equal to 10 per 
cent of dividends received on common 
stocks. with the further recommenda- 
tion that the amount of the tax credit 
he increased in subsequent years: 

2. A change in the law to permit capi- 
tal losses to be offset against ordinary 
income to the extent of $5.000 in the 
vear in which such losses occur plus 
an equal amount in each of the five 
carry-over years. (The present law al- 
lows an offset of $1,000 in the year in 
which a loss occurs plus $1.000 in each 
of the five carry-over years): 


3. The application of a flat 10 per cent 
tax upon long-term capital gains. (Un- 
der the law as it exists. long-term cap- 
ital gains taxes range from approxi- 
mately 10 per cent when the taxpayer 
is in the lowest taxable income bracket 
to a maximum of 25 per cent); 


1. A reduction to three months, from 
the present six months. in the length of 
time an asset must be held before re- 
alized gain is taxed as a long-term 
capital gain. 


the study 
**A limited tax credit on divi- 


Arguing for these changes. 
declares: 
dends is a ready method of partially 
eliminating a serious tax injustice and 
encouraging equity investment. This ap- 
proach involves essentially a return to the 
tax treatment accorded dividends in the 
United States between 1918 and 19360. 
The 10 per cent tax credit for dividend 
income recently adopted in Canada rep- 
resents a similar approach to the prob- 
lem.” 

People of moderate means would enjoy 
the larger proportional reduction “as in 
the lowest brackets. where combined nor- 
mal and surtaxes take nearly 20 per cent 
of additions to income. the tax on divi- 
dends would be cut in half.” The tax 
credit would probably result in no loss 
in Government revenue “because the 
credit would tend to increase the amount 
of taxable income at the personal level by 
distribu- 
for. the 
study says. “the combined high corporate 


encouraging larger dividend 


tions and by incentive effects” 


and high personal taxes levied on cor- 
porate income leave little incentive for 
present-day savers or for those holding 
savings accumulated in the past to invest 
in common stocks.” 

The Stock Exchange maintains that it 
is not enough that capital losses be offset 






against capital gains. as an individual in- 


vestor may have no gain at all against 
which to cancel realized losses. If. on the 
other hand. he has had successful ven- 
tures as well as unsuccessful ones. he may 
find it 


terest at a particular time merely to es- 


“difficult or unwise to sell his in- 


tablish offsetting gains.” 

“If a flat rate of 10 per cent (on capi- 
tal gains) is substituted for the present 
arrangement.” the study says. “not only 
would the flow of venture capital be 
stimulated. but the sale of appreciated 
assets would be encouraged. and less in- 
justice would be done to people who have 
had purely illusory gains that merely re- 
flect the 


years. 


inflationary trend of recent 

The study points out that. since any 
gain from an investment held less than 
six months is taxed at the high income 
tax rates now in effect. investors are dis- 
couraged from taking risks. “especially 
at a time like the present when even the 
Three 
months’ holding is commended as a more 


near future is so unpredictable.” 


logical period dividing trading and _in- 
vestment transactions and, as the study 
asserts. “everyone who has an interest in 
increased employment opportunities. in 
expansion and improvement of our indus- 
trial equipment. and in better standards 
of living. will be benefited by alterations 
in capital gains tax provisions designed 
to encourage risk-taking.” 

To he considered. too. in connection 
with the equity capital problem. the study 
emphasizes. is the fact that “a continually 
growing share of the national income has 
been passing through the hands of the 
Federal Treasury during the past 20 
years. The heavy total tax burden of re- 
cent vears has greatly accentuated the 
structural defects of our existing tax sys- 
tem. 


Support to Revenue 


The study expresses firm belief that 
the recommended changes of law affecting 
capital gains and losses would not lessen 
Federal revenue: on the other hand. they 
would soon increase the flow of tax money 
into the Treasury because of the stimulus 
imparted to business. 

Should readers of Tur Excuance Mag- 
azine desire a copy of the full study. en- 
titled it will be sent 
upon request to the New York Stock 
Exchange. 11 Wall Street. New York 5, 
ma. ¥, 


“Jobs and Taxes.” 





A COMPANY’S SHAREHOLDER 


CHART One World” For tyy 





PAINSTAKINGLY detailed analysis 
£ of Sears. Roebuck & Co. stockholders 
and their holdings. prepared under the 
Robert) E. Wood. 
Chairman of the Board. is condensed by 
THE EXCHANGE the 


information of investors 


direction of General 


for 
who study the distribution 
of American corporation 
Highlights of the 
analysis are these: 

The 93.534 stockholders. 
including 


shares. 





individuals and 


corporate and trust ac- 
counts. resided as of Nov. 
10. 1948, in all of the states, 
the District of 
\laska. 


Rico and 


Columbia. Employes’ 
Hawaii, Puerto 
the Canal Zone. 
as well as in 35 foreign countries: 

Of the 23.646.513 shares outstanding. 
6.057.872 shares. or 25.6 per cent. were 
held by present and former employes and 
their families. A’ single profit) sharing 
account in this category was comprised 
(on Dee. 31. 1948) of 95.900 persons with 
an invested interest in 4.409.651 shares: 


the names of individuals 


Registered in 
were LO587.877 shares held by 74.533 
investors: also 728.847 shares owned by 


9AT4 persons in joint tenancy accounts. 
About 3.700.000 additional 
in the names of nominees. trust accounts 
holding 1.889.034 10.986 


persons having an interest in’ them: 


shares were 


shares with 

Universities. colleges and schools num- 
hering 246 held 223.015 shares. and 103 
15.956 


237.185 shares were held by 287 


hospitals owned shares. while 
chari- 
table institutions. Some of the other princi- 


pal holders. excepting individuals. were 


7.198 trusts and trustees. 1.968.186 
shares: 149 insurance companies. 350.- 
O18 shares: 13 investment trusts. 283.- 
132 and 160 churches. 40.690. shares: 


Of all stockholders. women comprised 
3.1 per cent. holding 5.530.619 shares. 
Vien 36.6 


5.057.258 shares. and joint tenaney—1L0.] 


constituted per cent. having 


6 





profit-sharing 
fund owns 18.7 per cent 
of stock outstanding 


the share 


ownership up to 89.8 per cent. as respects 


per cent-——-brought personal 
the number of stockholders and 47.9 per 
cent of the number of shares. The remain- 


dee 


Ing 


per cent of the outstanding 
9,527 
accounts, these representing 
10.2 of the total 
number of shareholders. 
The statistics disclose that 
half of Sears. 
Roebuck stock was lodged 


shares was held in 


per cent 


more than 
among large holdings. The 
table below shows how the 
shares were distributed. 
Share holdings by states 
the Roebuck 
state of Illinois in 


show Sears. 
home 
the lead in both the number 
of shares held and in number of separate 


York 


in second place. Population density ap- 


shareholding accounts. with New 


parently governed. to a degree, the small- 
er holdings by states. ranging down 
to 4.161 shares in Wyoming. held by 


96 owners: 


7 
8.2 


.642 shares in Idaho. in 79 
accounts: 78 shares in Montana, held 
by 139 accounts and 4.623 in North Da- 
kota. owned by 70 accounts. Some details 
by states are presented on the next page. 

Foreign led by the 
Netherlands with 75.532 shares. Canada 
with 38.164 shares. England with 
10,146 British West In- 
dies with 823 shares. The agegre- 
held 161.680 
shares in 511 accounts. 


holdings were 


and 


gate abroad was 


\ feature of the Sears. Roe- 
buck & Co. stock ownership which 
immediately impresses the reader 
is the large interest held by off- 
cers, directors, employes and their 
When 


quarter of a company’s stock is 


families. more than one- 
owned by investors who work for 
the organization in one capacity or an- 
other, along with their dependents. the 
ghost of the “absentee landlord” is laid. 


Moreover. the analysis states that the 

















Number of Stockholders and Shares Owned 
By Numerical Share Groups 
No. of Per Per Aver. 
Stockholders Cent Shares Cent Holding 
FROM: 1 to 9 shares 1,394 4.7 24,437 J 5 shares 

10 to 24 18.540 19.8 301.158 1.3 16 
25 to 19 19.373 20.8 671,932 2.8 34 
50 to 99 16.791 17.9 1.066.329 1.5 63 
TOTAL 1 to 99 59.098 63.2 2.063.856 8.7 34 
100 to 199 29.673 31.7 5.533.958 23.4 186 
500 to 999 2.498 Zot 1,713,474 7.2 686 
1.000 to 4,999 1.939 2.1 3.095.656 13.1 1.596 
5.000 to 9,999 157 l 1.071.013 4.5 6.821 
10.000 to 19.999 * 92 a 1.267.592 5.4 13,778 
20.000 and over ie 76 a 1.491.313 19.0 59.096 

Total 93.533 100.0 19.236.862 81.3 205 

Profit sharing 1* 1.409.651 18.7 ae 
Grand Total 93.534 100.0 23.646.513 100.0 252 
NOTE: Stockholders with less than 1,000 shares held 58 per cent of total shares outstanding 
*Comprises 95,900 stockholders with average holdings of 45 shares each 
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6.057.872 shares of the employe account. 
including the 4.409.651 shares contained 
in a profit-sharing fund, are described as 
minimum holdings. The analysis says. on 
this point: “It is impossible to tabulate 
the holdings of all family and relative 
holdings of employes, time-card employes. 
and former employes who have 
shares registered under a different 
name. Neither were estimates in- 
cluded for former employes who 
separated from the company prior 
to 1937” 
still be investors for income in 
the stock. 

Although much of the stock. as 
the analysis discloses, was held 
blocks 12.934.746 
shares are owned in lots of 2.000 


many of whom may 


in large 


shares or more by 926 accounts 
individual investors held near- 





Holdings By States 


Accounts Shares Held 
Illinois P 8.910 8.158.646 
New York 12.794 5,524,116 
Pennsylvania 8,190 1.700.122 
Massachusetts 7.336 1.454.164 
California 7.655 1.061.050 


Ohio « « « » 3.500 659.450 


Louisiana 688 568.404 
New Jersey 3.354 108.798 
Missouri 2.488 385.907 
Michigan 2.541 337.500 





Institutional 
holders, meaning trusts, col- 


ly as many. 
leges. ete., account for many 
large blocks. It is noticeable 
in the statistics that what is 


often referred to as the 





“floating supply” of shares. 
held in brokerage accounts. 
amounted when the figures 
were analyzed, to only 843.- 
396 shares. or about 3.6 
per cent of the outstanding 
shares. 





More than 600 

tions—colleges, hospitals, 

charitable groups — own 
Sears, Roebuck stock 


Presumably due to large gifts in part, 
Illinois institutions held the largest indi- 
vidual blocks of stock——60.000 shares by 
the Museum of Science and Industry, 
Chicago, and 20,000 shares by the Uni- 
versity of Chicago. The next largest hold- 
Har- 
vard College and the Rockefeller Institute 
for Medical Research. 10.000 shares each. 
Five thousand or more shares were owned 
by the Smithsonian Institution, Washing- 
ton. D. C.. Metairie Park Country Day 
School. New Orleans. held 5.500 shares 
and Tulane Univ. of the same city. 5.000 
shares and Vanderbilt Univ.. 5.000. The 


ers were Yale Univ.. 14.000 shares: 


New York Public Library held 8.000 
shares, Massachusetts Institute of Tech- 
nology, 7.718 and Amherst College. 


6.000 shares. 


GROWTH IN STOCKHOLDERS 
FOLLOWS STOCK SPLIT-UPS 


SIDE from the steady growth which 
A takes place in the stockholder lists 
of most established companies from year 
the number of holders of Sears. 
Roebuck stock increased from 92.700 in 
1947 to approximately 94.000 by 1948 
recent split-ups of share issues are in 


to year 


many cases bringing about an appreciable 
further rise in stock ownership. 
All told. 150 «stock 
listed on the Exchange have been split 
in a ratio of 2 to 1 or higher within the 
last three years. Next to the placing of 
new issues of securities. the split-up has 


Issues 


more than 


provided one of the main impulses to 
The 


most often given by corporations for the 


wider securities ownership. reason 


decision to split their shares is the desire 
to reduce the price of the stock to a more 


marketable range. The — lower-priced 
shares customarily find their way into 


more hands. which leads to a larger flow 
This 
narrows the spread in quotations. with 
the final result that the 
market in the issue tends 
stable. 


gains new 


of bids and offers in the market. 


to become 
As a 


shareholders. it 


more 
company 


also un- 


covers valuable new sup- 
port for future rights fi- 








nancing. 

The extent of the recent 
growth in common. stock- 
institu- holders of some sampled 
issues which were split in 
1946 or later is illustrated 
by the tabled figures. 


GROWTH IN COMMON STOCKHOLDERS 


End of End of 
1947 1948 

Bethlehem Steel 97.158 64,127 
Dow Chemical . . 8,968 10.300 
Food Mach. & Chem. 3.377 5.962 
Glidden Co. 12.500 16.765 
Johns-Manville 10.100 11.400 
Monsanto Chemical 13.999 15.186 


Union Carb. & Carb. 


United Fruit 


73.933 


47.703 


64.205 


94.185 


For some of the companies shown. the 
sale of additional stock also has been a 
factor contributing to the wider owner- 
ship. Most of the gain for Food Ma- 
chinery & Chemical Corp. probably can 
be attributed to the distribution of shares 
in the new in exchange for 
shares of Westvaco Chemical Corp. 


company 


Share split-ups have been a prominent 
feature of the securities investment mar- 
kets ever since 1945. If past experience 
had been followed—either that of the late 
1920s or middle 1930s 
heen largely discontinued after the mar- 
ket topped out in 1946. That many com- 
panies continued to multiply the number 


they should have 


of their shares provided. in retrospect. a 
strong clue that industrial prosperity was 
not waning—regardless of what market 
followers were reading at that time into 


the immediate course of stock prices, 


Split-U ps in 1949 


Among the first-line companies which 
have split their shares in 1949 are E. I. 
(4 for L). United 
States Steel (3 for 1). Caterpillar Tractor 
(2 for 1). Abbott Laboratories (2 for 1). 
and Merck & Co. (2 for 1). 

Within the six-month period, January- 
June. 1949. holders of du Pont common 
increased from 77.347 to 82.116. Part of 


du Pont de Nemours 


the gain can logically be attributed to 
anticipation of the split. effective last 
June. 


When 


erowth. the split-up is a both desirable 


based on genuine corporate 


and necessary means of capitalizing 


higher corporate valuations: otherwise 
the price for the issue might become so 
high as to make transactions for more 
than a few shares somewhat cumbersome. 
\ more moderate price helps to bring a 


stock 


middle income brackets. where the main 


within reach of investors in the 
accumulation of surplus funds has taken 


place in recent vears. 









Announcements of new listings of securities are confined mainly to a brief description of the 
issuing corporations’ business and facilities. Detailed information is contained in the Listing 
Applications which may be obtained from member firms of the New York Stock Exchange. 


ON THE NEW YORK STOCK EXCHANGE 








New Listings 





UNITED GAS 
CORPORATION = 


10.653.302 Shares 
























The natural gas operations of the cor- 
poration are carried on through two 
Union Pro- 
ducing Company and United Gas Pipe 
Line Company, and the corporation’s own 
distribution divisions. The system serves 


wholly-owned subsidiaries. 


parts of Texas, Louisiana and Mississippi. 
extends into southern Alabama and north- 
western Florida and to the international 


other pipe line companies and to some 400 
cities and towns, where it is sold at whole- 
sale. 

Distribution divisions of United Gas 
Corporation purchase practically all gas 
requirements at city gates and along pipe 
lines from United Gas Pipe Line Com- 
pany. then distribute the gas to residen- 
other 


tial, commercial and customers. 





a l 

boundary at Roma, Texas. This is the These divisions serve 234 cities, towns 

' . area widely known as the “Gulf South.” a and communities, in addition to rural 
Common Stock, Par 510 ke : niga ae 4g \ 
name originated and popularized by areas, in Texas, Louisiana and Missis- 
Tick Symbol: UGC United Gas through more than 10 years sippi. They own and operate 7,619 miles ' 

“Ker SV Us Bz . . eS . . “e ° ° 

Ticker Symb¢ of industrial development advertising. of distribution and service lines, and serve 
Subsidiaries of the corporation are also 331.988 customers. ; 
engaged in the production and sale of Another subsidiary of the corporation 
crude oil, the recovery and sale of natural is Duval Texas Sulphur Company. which 

gasoline and other liquid hydrocarbons is engaged in the mining and sale of sul- 
¢ ( 
from natural gas; and the production and phur. Approximately 75 per cent of this 
~ . . sd . T . c 
sale of sulphur. firm's outstanding stock is held by United 
Union Producing Company, at the end Gas Corporation. é 

of 1948, owned 620 producing gas wells United Gas growth during the past ten 
and 413 producing oil wells, located in years is indicated in the following sta- ; 
46 fields in Texas, Oklahoma, Louisiana _ tistics: 1948 1939 

and Mississippi. United Gas Pipe Line aecad te a octal 
sity pp ng - = Pipe Line Operating Revenues. $92,397,024 $41,552,759 ( 
Company, with 987 miles of gathering Natural Gas 60,286,001 30,234,446 
lines and 6.362 miles of main transmis- Gasoline & Processing } 

‘ : : - 500,585 393,197 
; 2c shaepe « ae ae,” of Gas 11,500,585 1,3 1 | 

sion lines, purchases approximat ly 29 Crude Oil 17527657 6 549.508 

per cent of its gas requirements from Sulphur 3,082,781 3,375,608 

Union Producing Company and the re- Total Assets 388,530,328 297,719,777 

sseinder from other ered ame eee Net Income 18,239,406 5,030,030 

naind 0 ) producers. In ac . Ges Gales (MCE) 4187.534.716 240,188.560 

tion, it operates plants for the extraction f 

. ° == ae 96 « 17e i YQ: 

of liquid hydrocarbons. and transports United Gas was organized - 1930 7 

fas to industries, to connections with the purpose of acquiring and consolidat- 

ing some 45 production, transmission and 














Lowering 16-inch pipeline into trench 






j ATURAL gas continues to be in 
| greater demand than any other fuel. 
in homes, commercial establishments and 
industries alike, and the world’s largest 
handlers of natural gas are calculated to 
he United Gas Corporation and its sub- 
sidiaries. In 1948 this corporation sold 
more than 487,000.000.000 cubic feet of 
natural gas. which is more than twice 
the volume consumed for all purposes in 
New York and 
during that year. The company had a 
1949. of 2.107.- 


Pennsylvania combined 


peak day in January. 
000.000 cubic feet. 


Two welders joining 90-ft. sections 
which have just been placed on ramp 














distribution companies. Principal owner- 
ship of the company, until the middle of 
this year, was held by Elec- 
tric Power & Light Corpo- 
ration. In May, 1949, a plan 
for dissolution of Electric 









































Power & Light was put in 
effect to comply with provi- 
sions of the Public Utility 
Holding Company Act of 
1935, and the United Gas 
common stock held by Elee- 
tric Power & Light has since 











been distributed to stock- 
























holders. Electric Bond & 
Share Company obtained ap- 
proximately 25 per cent of 
United’s common in the ex- 
change. 
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‘KANSAS POWER AND 
LIGHT COMPANY 


2,143,158 Shares 


- 
i 
i 
i 
; 
' 
i 


Common Stock, Par $8.75 


Ticker Symbol: KAN 


HE Kansas Power and 

Light Company. which 
was organized in March, 
1924. operates in 53 coun- 
and 
central portions of — the 
State of Kansas. The recent 
merger with its subsidiary 
resulted in simplification 
of the corporate structure. 
as well as elimination of its 


ties in the northeast 


former holding company 
status. 

The company — supplies 
electric service to 323 com- 


munities through an inter- 
connected system, which in- 
cludes approximately 1900 
circuit miles of lines of 
33.000 volts and over. and 17 generating 
stations of approximately 173,000 K.W. 
rated capacity. It likewise provides natural 
gas service to 104 communities. 86 of 
which are supplied from its own intercon- 
nected pipe line system approximately 
1200 miles in length. 

Electric sales reported for 1948 totaled 
387 kilowatt 11.36 


transmission 


96 ¢.000.000 
per cent more than in the year previous. 
1948 were 25.500.- 
000.000 cubic feet, which exceeded the 
1947 by 470,000,000 
feet. For the most part, the gas service 
is carried on in the same territory as the 
electric service. The company in 1948 ob- 
tained approximately 67 per cent of con- 


hours. or 
Gas sales during 


sales in cubic 


solidated operating revenues from elec- 
trie service. and 32 per cent from natural 
gas and gasoline sales. Among the more 
important communities served with elec- 
tricity or natural gas, or both, are Topeka. 
Hutchinson, Salina, Manhattan, Junction 
City, Atchison, Abilene, Lawrence, Leav- 
enworth, Emporia and Parsons. 

The territory served is primarily agri- 


cultural, but includes areas in which are 
located substantial amounts of crude oil 
and natural gas. Important industrial en- 
terprises served are flour mills, iron and 
steel foundries, meat packing plants, rail- 
road shops, salt mines, and oil production 
and refining establishments. 

A five year expansion program, started 
in 1947, called for expenditures of more 
than $48,000,000 by the end of 1952 for 
additional electric and natural gas facili- 
ties. This program includes the doubling 





Power station of the company east of Topeka, Kan. 


of the electric generating capacity, exten- 
sion of heavy transmission lines across 
the property, construction of a gas trans- 
mission line into the Hugoton gas area. 
and the virtual completion of an 
sive rural 


exten- 


service program, which has 
been in progress for years. 

Consolidated operating revenues from 
1948 totaled $22,042,650. 


The company has shown a steady growth 


all sources in 


as is reflected in a reported 40 per cent 
gain in consolidated electric operating 
revenues from 1944 to 1948. and 22 per 
cent increase in gas operating revenues in 
the same period. Substantially all of the 
electricity sold is produced in the com- 
pany s own generating stations. On the 
other hand, substantially all of the gas 
sold by the company is purchased from 
pipe line companies and wells owned by 
others. 

Total assets at the end of 1948 for the 
company (and its merged subsidiary, The 
Kansas Electric Power Company) were 
$94.631.302. Current 
688.063. and 
$4.0640.598. 


assets were §$6&.- 


current liabilities were 


FAMILY FINANCE 
CORPORATION 


1.588.139 Shares 
Common Stock, Par $1 


Ticker Symbol: FAM 


kK AMILY FINANCE CORPORATION 
- was incorporated in Delaware on May 
2, 1927 


owned subsidiaries of which operating 


. as a holding company, the wholly 
variously under the names Family Fi- 
nance Corporation, Community Finance 
and Thrift Corporation, Mutual Finance 
and Thrift Corporation, Fidelity Finance 
and Loan Corporation, etc., are engaged 
in three distinct types of the consumer 
and related activities. 
These are loans under Small Loan Laws, 
industrial 
lending and building and loan laws and 


finance business 


discount loans under various 
sales financing through the purchase of 
instalment paper. The company believes 
that it is the fifth largest company oper- 
ating principally in the direct consumer 
loan field. and presently operates finance 
offices in some 20 states ranging from 
Maine to Florida and as far West as Utah. 


Main office of company in Wilmington, Del. 























To evaluate the growth of this com- 
pany a brief review of the history of the 
consumer finance business — generally 
should prove helpful. 


Prior to World War I. 


facilities 


consumer loan 


available to borrowers were 
quite limited and most individuals could 
obtain accommodation only from un- 
regulated lenders and in many cases at 
exorbitant rates. 

From the need to furnish cash or com- 
modity credit on an economically sound 
basis to the American family at realistic 
rates. that took cognizance of the neces- 
sarily higher costs of providing and 
maintaining such a service, was born the 
legislation known as the Uniform Small 
Loan Acts. The first of these laws was 
drafted in 1916 and. with subsequent 
amendments as dictated by experience. is 
now the general basis for laws in 3] 
states. Canada and Hawaii. These laws 
provide full protection for borrowers, at 
the same time providing a fair rate of re- 
turn to lenders under its provisions. as is 
necessary in order to attract adequate 
capital and to provide a stabilized posi- 
tion for the industry. 

Illustrative of the economic basis of 
consumer finance and its wide public ac- 
ceptance are the Federal Reserve Board 
figures which show that the combined 
consumer instalment loans made by per- 
sonal loan companies. credit unions. in- 
dustrial banking companies and personal 
loan departments of commercial banks 
erew from $914.000.000 in 1929 to over 


S5.884.000.000 for 1048. 


Diversified Loan Risks 

L pon entering this growing and highly 
competitive field. Family Finance Cor- 
poration early recognized the safety fac- 
tor of obtaining maximum diversification 
of loan risks as to geographical locations. 
the necessity for a broad spread of the 
employment opportunities for its bor- 
rowers and the balancing effect of the ex- 
panding economy of certain sections of 
the country as against temporary de- 
¢lines in certain other areas. Net income 
of the company has grown from 3$1.066.- 
224 in 194] to $1.890.240 in 1948. Divi- 
dends of $1.00 a share were paid on the 
common in LOA, 

Recognizing that the primary determi- 
nant of profitable operations is experi- 
enced and capable management. Family 
Finance has brought together an execu- 
tive and managerial 


group possessing 


broad. diversified and successful operat- 


“Bung and Spigot” Idea Draws 
Comment from Investor 


Employing a homespun metaphor 
which appeared in a letter published in 
THe EXCHANGE for June, an investor ap- 
plies it to his conception of methods to 
invest in common stocks. Paraphrasing 
the letter. signed G. La T., he writes: 
Mr. Buyer bought 25 shares of Z Com- 
pany and 15 shares of Y Company: with- 
in three months he received a dividend on 
both stocks. In the interim. the market 
price of the Z stock declined $2 a share. 


and the Y 


Commenting on his experience. Mr. Buyer 


stock dropped $3 a share. 


said: “What I gain at the bung. I lose at 
the spigot.” 

That is an imperfect application of an 
old adage originally expressed to apply 
to a losing proposition: the use of it by 
Mr. Buyer in no way describes what ac- 
tually happened. There would be some 
point to it if Mr. Buyer had said: “What 
I lost at the bung by not waiting until 
now to buy the stocks, I more or less 
gained at the spigot from the dividends 
received.” But even that does not prop- 
erly demonstrate the bung-and-spigot 
figure of speech in stock market transac- 
tions. 

The proper use of the metaphor in 
stock investment is this: you can use a 
kee or a barrel to represent your invest- 
ment in companies whose stocks you pur- 
chase. You may say that you have poured 
into the barrel a certain amount of money. 
When you get your dividends. you may 
say that you have drawn that much out 
of the receptacle. But having put your 


ing experience. The average length of 
service with the company of its branch 
office managers is 8.2 years. The average 
length of service with the company of its 


field executives (field supervisors and 


auditors) is 13 years. The average length 
of service with the company of its senior 
executives is 17 years. 

The growth of the company is demon- 
strated by the following figures: 


Balance of Loans 
and Contracts 


No. of Loans 


Number of — and Contracts 


June 30 Offices Outstanding Outst’dg.; (Net) 
1939 < 55 92.975 $10.440.233 
1944 ‘ 77 107,97] 13.395.373 
1919 - 134 210.968 39.813.015 


Loans of every ty pe are restricted by 


the company’s subsidiaries to amounts 


investment in at the bung and drawn your 
dividends at the spigot, you cannot judge 
of the wisdom or error of your transac- 
tions by trying to strike a balance be- 
tween what you “lost” by not waiting 
until now to buy the stocks. on one hand, 
and what you gained from having re- 
ceived dividends on the other. Regardless 
of what such an effort would seem to 
show. you would have missed the whole 
point, 

That point is that you invested a given 
amount of money on which you received 
a given return, and that return represents 
a percentage yield on your investment. If 
the rate of yield is satisfactory. and if the 
stocks you invested in have good records 
of earnings and dividends, then your in- 
vestment has been wise regardless of the 
price trend. 

Moreover, the stocks in question being 
now available at lower prices. you would 
be justified in buying more. thus aver- 
aging down your original cost per share 

and, by the same token, averaging up 
your percentage of vield on the total in- 
vestment. Thus, you gain both at the 
bung and the spigot because by buying 
more shares at a lower price. you reduce 
your costs per share and automatically 
increase your dividend yield. 

This kind of metaphor is descriptive of 
a successful market technique. provided 
your purchases involved first-class media. 

\. P. STRETTON. 
Catawba Heights. 


Belmont. N. C. 


which are deemed commensurate with 
the borrower's needs and true best inter- 
ests and are repayable within his rea- 
sonably expected ability. 

In a substantial number of cases. loans 
chattel 
household goods and in other cases by 


are secured by mortgages on 
liens on automobiles. A large number of 
loans are made without chattel liens, some 
of which are made with and others with 
Careful 


doubtful or uncollectable loans is made 


out endorsers. provision for 
and reserves for such losses are main- 
tained on a basis considered adequate 
upon the basis of twenty-two years past 
operating experience covering a num- 
ber of ups and downs of the economic 


cvele. 
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ESEARCH among the long-time divi- 
dend paying common stocks listed on 
the New York Stock Exchange uncovers 
1 being many facts which are interesting to in- 
would vestors. For example, the roster of cor- 
S$ aver- porations which have paid dividends with- 


r share out an annual omission for 25 years or 


ing up longer contains a considerable number 


ptal in- with both long-term debt and preferred 
at the stock preceding the common stock. An 


buying easy assumption. without looking into the 
reduce record, is that dividend longevity is often 
atically | maintained because no senior securities 


stand ahead of the common. 
tive ol The accompanying statistics present 15 
POV ided 


sturdy dividend payers—25 to 86 years 


media. which are featured by an unexpected ele- 
'* ment. The range of yields on cash divi- 
Is. dends paid in 1948 on these stocks was at 

a recent date lower. if anything, than the 

average returned by the 196 stocks named 
e with in THe EXCHANGE last month. Research 
t inter- shows that close to 20 per cent of the 
lis rea- listed 25-vear-or-longer industrial  dis- 

tributors of dividends have both funded 
s. loans debt and preferred stock outstanding. re- 


ces On quiring interest and senior dividend dis- 


ses by bursements from earnings before the com- 
nber ol mon stockholders get dividends. 
is. some 
i. walk Prevalence of Senior Securities 
on for \ broader study of industrial corpora- 


s made tions in the list would disclose many of a 


main- shorter—but impressive—dividend history 
dequate which have both classes of senior secur- 
irs past ities in public ownership. As a matter of 
1 num: historic fact, a great number of prominent 


corporations, rated as good dividend pay- 


onomic 


ers over lengthy periods, have securities 





ields On Common Stocks 
When Preceded by 


Senior Securities 


preceding their common stocks. Some 
nearly always have had them. others have 
raised capital by selling preferred stock 
or bonds, or both. upon occasion. 

\ number of years ago the Anaconda 
Copper Mining Company issued two bond 
issues at practically the same time. one 
of $100,000.000 and the other amount- 
$50,000,000. These later 


retired and the company has no senior 


ing to were 
securities today. Plenty of other instances 
of what proved to be temporary financing 
laid heavy fixed and contingent charges 


upon earnings ahead of common stock 





a 





CHARLES PHE 


dividends as result of the issuer's expan- 
sion plans. either for new construction 
or the acquisition of additional property. 
It has long been common practice for 
classes of bonds. and of 


certain some 


preferred stocks. to be convertible into 





Long-Term 


Debt 
5.000.000 
10.000.000 
236,100,000 
10.000.000 


American Brake Shoe . . . § 
American Can . 

American Tobacco 
Bristol-Myers 


Diamond Match 10,000,000 
Dow Chemical 67.300,000 
Firestone Tire & Rubber 58.900.000 
Heinz (H. J.) Co. 15,000,000 
International Harvester 18.000.000 


Penna. Salt Mfg. Co. 
Pillsbury Mills 
Reynolds Tobacco “B™ 
Squibb (E.R.) & Sons . 
Sterling Drug 

Union Oil of Calif. 


3.000.000 
12.000,000 
150,000,000 
3.200.000 
14.800.000 
54.400.000 


# Dividend $1.30 in 1949 to date. (a) 





Sampled Common Stocks Preceded by Bonds 


and Preferred Stocks in Long-Time Dividend List 


Com. Stock Yield at Year 

Pref. Stocks Dividends Recent Div. 
(Shares) Paid 1948 Prices Began 
197.000 $2.50 CAG 1902 
412.000 1.00 1.4 1923 
527.000 3.75 5.3 1905 
69.000 1.60 5.5 1900 
600.000 2.00 5.7 1882 
703.000 100+ 2.1 191] 
140.000 1.00 8.5 1924 
96.000 1.80 5.0 191] 
817.000 L.70¢a) 6.7 1910 
14.000 1.50 3.7 863 
89.000 2.00 6.7 1924 
750,000 2.00 5.2 1918 
235.000 1.00 $4 1922 
122.000 2.25 oa 1902 
248.000 1.95 6.3 1916 


Adjusted for stock split-up. 











phone & Telegraph. Thus, senior securi- 


common, as in case of American 
ties have been replaced by common stock. 

Of late there has been evidence of bond 
financing by some corporations which, 
for generations, have made it a practice 
to provide capital in great part by apply- 
ing earnings to capital account as they 
went along. Standard Oil of New Jersey 
sold $150,000,000 
this in order principally to provide work- 


not long ago bonds, 
ing capital during a stretch when prop- 
erty and business expansion built up 
unusual needs and large inventories had 
to be carried. This corporation stands 
as an example of a vast industry built 
chiefly by ploughing back earnings and 
to see bonds sold, even for temporary re- 
quirements, attracted widespread interest. 


Convertible Preferreds Issued 


The Stock Exchange’s listings contain 
some corporations which have issued non- 
callable preferred stocks. The last two 
vears have seen a substantial output of 
convertible preferred stocks which, in due 
time, will melt into common. No rule 
of thumb applies to capital structures of 
corporations, with the result that bonds 
and preferred stocks outstanding on any 
date 


totals in the hands of investors from the 


may be quite different as regards 


amounts outstanding a year later. 


Price Selectivity 


(Continued 


from page 1) 


the stocks would perform the best. price- 
wise, in the days ahead. Certain guides 
existed in precedent—that is, in the past 
performance of particular equities after 
a lightening of the market horizon; but 
foresight could no more have selected the 
most resilient issues than the most slug- 
sish of the 


earnings had since late 1946 been well- 


group. Inasmuch as good 
nigh ignored as a market stimulant, earn- 
ings remained a weak reed to support a 
single investment selection; but the range 
of gains during the rally period reveals 
the merit contained in diversified choice 
among stocks of different industries: the 
merit. too, of choosing among stocks hav- 


ing varied dividend-paying records. 


Record as Dividend Payers 


Although the stocks 


representative are by no 


| Jow -Jones 
they 
the group 


are 
issues. 


means all among possess- 


ing long dividend records. 





which is no 








demerit when a discussion applies chiefly 
to a record of capital gains. By and large, 
dividends are. however. taken into con- 


sideration by investors and traders al- 
though this element may be of secondary 
importance. It becomes more important 


when a calculated commitment in com- 
mon stocks does not work out in strict 
accordance to plan, and in such a case 


diversification carries its own reward. 
Significance of 30 Stocks 


Although a list of 30 common stocks is 
small against the background of the en- 
tire Stock Exchange roster, this particular 
group has a significance distinct to itself. 
The stocks stand in the van of issues which 
are hallmarks in public estimation of the 
industries represented by them . . . which 
is intended in no sense as a commenda- 
tion of any for investor action, to buy or 
sell. To persons who are at all familiar 





EXHIBIT SHOWING VALUE OF 
DIVERSIFYING 


— Dow-Jones Av. Stocks — 


Per 
Price Price cent 
6/13/19 8 8/49 of gain 
Allied Chemical 16714 179° 7.4 
AmericanCan . . . 894s 9] 2.0 
Amer. Smelt & Ref. 39% 18 21.8 
Amer. Tel. & Tel. 138% 1444s 3.7 
Amer. Tobacco 667% 71 6.3 
Beth. Steel 2314 2815 20.9 
Chrysler 1414 53% 20.3 
Corn Products . 2. 58% 63 7.2 
duPont* . . 131, 50% 155 
Eastman Kodak . .  38%s 4344 13.3 
General Electric 34% 38% 10.0 
General Foods . . .  42%s 13°% a2 
General Motors - « 52% 6314 21.0 
Goodyear T.& R. . . 34% 13 25.5 
Int. Harvester 231% 25% 9.5 
Int. Nickel . . . . 254 30 16.5 
Johns-Manville 33 391, 18.0 
Loew's Ine. . 16% 18% 12.4 
Nat. Distillers . . . 7% 19% =-13.8 
Nat. Steel 731, 82%, 12.5 
Procter & Gamble 6114 66°%4 8.5 
Sears. Roebuck & Co. 34% 114 20.2 


Stand. Oil (Cal.) 2.55 


Stand. Oil (N. J.) 6014 68's 13.0 
Texas Co. 1874 9734 18.4 
Union Carbide 337% 10° = 19.1 
United Aircraft 2034 21% 2.4 
U.S. Steel ee ae 234%, 11.9 
Westinghouse Elec. 1% 254 17.4 
Woolworth 16° 191, 9.4 


* Adjusted for split-up. 





with the sources of merchandise in day-to- 


day use. the corporate names behind the 
stocks carry a message. 

Prominent in their industries. the eom- 
panies of the table contribute another in- 
gredient besides the principles of selec- 
tion and diversification to investor atten- 
tion. Price performance, added to reports 
of earnings, of the separate stocks (with 
allowance for the fact that some industrial 
duplication is revealed by the tabulation) 
afford an introduction to research among 
other corporations of the industries repre- 
sented by the exhibit. 

Referring again to the capital gain ele- 
ment involved in this discussion, it is 
often by the action of individual stocks 
that market inquiry is guided. Study of 
such a list, which is historically sensitive 
not only to the market’s variable moods 
but also to the findings of skilled indus- 
trial analysts, not infrequently urges re- 
search among companion ownership se- 
curities when an “average” stock appears 
to give a signal. 





Stock Market Analysis 
(Continued from page 2) 


variations from 1948. Many reports al- 
ready have showed trends. Some corpora- 
tions will reflect the results of inventory 
declines and the falling off of demand for 
many products. Other companies will be 
found to have set up adequate reserves 
for inventory adjustment and, as_ the 
product of millions spent for new plants 
and equipment, they will have increased 
efficiency and reduced operating costs. 
Thus, these latter corporations will have 
turned the corner and their earnings may 
be better than was previously expected. 

That the market is already paying at- 
tention to the likelihood of cheering news 
from individual industries is borne out 
by day-to-day occurrences. Small rallies 
have repeatedly brought a preponderance 
of new highs over new lows: as on July 
13, 39 new tops for the current market 
period and 11 new lows; on July 19, 48 
new highs and 4 new lows; on July 26. 
47 new highs and 4 new lows. Allowing 
for the fact well known to experienced in- 
vestors that market procedure of no single 
week, of no single month, necessarily de- 
notes a prolonged, deliberate trend, the 
market’s fortitude under great provoca- 
tion for three years points up the virtues 
of close investment research among com- 
mon stocks at this time. 
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Letters to the editor in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


PORTLAND, ME. 


Everybody who ever owned stocks likes 
to study Your tables containing 
long-duration dividend payers on the New 
York Stock Exchange fill the bill mighty 
well. A good idea, last month, putting them 
in price groups. Both persons who buy and 


prices. 


those who only do imaginary buying con- 
sider first how much money they will, or 
would if they could, invest. Two thousand 
dollars? There were stocks and yields in 
the “below-$20-per-share” range; making no 
trouble to set up a “portfolio” of 10 or 
more shares, returning 5 to over 10 per cent. 
This was really a convenience. but let me 
say that all your figures on yields and divi- 
dends are a real help to readers. 
S.ib. 


LYNCHBURG, VA. 


The true venture capital investor or spec- 
ulator is one who acquires newly issued 
stocks. He supplies fresh capital, whereas 
the investor in stocks long outstanding and 
in the open market, merely gets an existing 
certificate; someone owned it or its equiva- 
lent and 


held it before that, going back through own- 


before he invested someone else 
ership changes perhaps for 50 years. ever 
since a corporation first raised its capital. 
Perhaps new vs existing stocks should be 
discussed more frequently for a clearer pic- 
ture of venture capital, which just now is 
in small supply. 


FF. M. Be. 


HADDONFIELD, N. J. 


... How old habits stick! Remember. be- 
fore the period of forcibly retarded money 
rates. it was the expected thing to get 6 per 
cent on an investment in securities. Banks 
regularly charged 6 per cent on notes of 


hand. The owner of real property who got 
6 per cent, net, on rentals thought he was 
doing all right. Real estate mortgages car- 
ried 6 per cent interest, or more depending 
on the area. I can’t escape the old custom: 
so, in studying common stocks, I find myself 
working out combinations for a fixed amount 
of cash that will return 6 per cent for an 
average. Seems to me it is enough. though 
about 9 per cent would more nearly regis- 
ter the buying 


power of dividend money 
these days. 
ry. 1: 2 
NEW BRIGHTON, N.Y. 


The articles about teaching invest- 
ment principles in schools strike an en- 
couraging note. To read, as in the July num- 
ber (the school in Berea, O.) that students 
are taught principles and practice of real 
investment in contrast with what used to be 
speculation under an heading. 
where the effort was made at all. was a re- 


incorrect 


lief to me, and probably others interested in 
proper ways to show “the young ideas how 
to shoot.” Some years ago. I recall. one of 
my children her teacher's 


described pro- 


cedure in teaching a little something about 


securities. The course was theoretical and 
consisted of watching prices. after selecting 
certain stocks. and hoping te make a 
“profit” but often having a “loss” over a 
month or so. 

GC: 


ABILENE. KAN. 


. . . Somebody owns all the outstanding 
stocks. The 


prices in July 


quite extensive recovery of 
almost a sharp rally as ral- 
lies go nowadays— indicates that most own- 
ers as of June 1 were unmoved to sell. Why 
they should sell unless some necessity urges. 


is beyond my comprehension. That is. with 


the market seldom through 
surges of price. back and forth (unsettling 
people) but pretty divi- 
dends, it pays to sit tight. Although prices 
have set back from 1946 levels. the move- 
ments in both directions have been so de- 
1942 as to encourage inves- 
add_ to after de- 
liberate study instead of nervously being 
shaken loose from their stocks. This intro- 
duces what | 


o g 
going 


creat 


producing good 


liberate since 


tors to their interests 


want to say—I have bought 
more stocks on the declines. and others have 
too. [I think. 

H. E. W. 


ERIE, PA. 


Dollar averaging. described deftly in THe 
EXCHANGE several months ago, was nothing 
The did. 


urge me to resume this process of regular 


new to me. discussion however. 


investing after a lapse of about 10 years. 


to the extent of $200 a month. But how 
about this: so-many shares of the 

Co. the first month at 17's. so- 
many the second month at 157%, the third 
month at 1514. the fourth at’ 1384 this be- 


ing in the June decline—and now the fifth 
at 1514. The average for all five purchases 
It strikes me that 1949 is 


not so good a year as it might be for the 


was about 1514. 


dollar averager to get a real “spread” over a 
wide price range; or am I too impatient ? 


-. EB. 


Editor's Note: The fact that Mr. T. FE. B.’s 
range of purchases was narrow detracts noth 
ing from the theory and practice of dollar ay 
eraging. His vield at $1.50 dividends per share 
a year is higher at a price of 1514 than it would 
have been had all the purchases been made at 
the highest price. 1714. True. it is lower than 
had all the stock been bought at 13°%,. the 
lowest price paid; but the buyer could not 
determine in advance either the highest or the 
lowest prices for the period and a fair 


struck 


average 


was w dollar 


averaging, 





This Colorado farmer 
makes his susplus dollars grow 


His investments paid him more than 7% in 1948, 
says Harold W. Stitt, Fort Morgan, Colorado 


To Harold Stitt there are few things 
worse than idleness—whether it be idle- 
ness of land, of hands or of dollars. Per- 
haps this is why he, like so many other 
farmer-investors, gets solid satisfaction 
from the ownership of income-produc- 
ing common stocks. 

Mr. Stitt’s experience has been that 
dollars invested carefully in the shares 
of sound companies are dollars at work 
... earning a satisfactory return. 

In 1948, the Stitts owned common 
stock in three companies listed on the 
New York Stock Exchange. Their return 
on original investment, in the form of 


dividends paid during the year, was 
more than 7%. 

The Stitts recognize, of course, that 
there isan element of risk in their owner- 
ship of securities—just as there is in 
ownership of livestock, land or any other 
form of property. But, as Mr. Stitt says, 
“IT have my surplus dollars invested in 
companies I know and respect... and 
they pay me well.” 


Mr.Stitt’s experience is offered forthe 
information of those who are interested 
in the added income their surplus funds 
can buy. 





. _ Mrs. Leona Stitt serves dinner to her family 
The Stitts discuss —Doris Ann, Harold W., Harold Lee and Betty 


their 4-part program 

for the future...a program 
which includes not only invest- 
ment in securities, but ownership 
of landand home, cash and U.S. 
Savings Bonds for emergencies, 
and adequate insurance. 


Jo 


APA ny; .y 


ee 
} 
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Main source of income on the 120- Getting the most out of all his assets 
acre irrigated farm is the sale of sheep, is a cardinal rule with Mr. Stitt. Here 
bought from herdsmen in the moun- he checks on the upkeep of farm equip- 
tains, fattened on barley and alfalfa. ment. Part of the Stitt acreage is in 
Mr. Stitt holds a future profit-maker. potatoes, onions, sugar beets and beans, 


> ist WIS I, na ry Member Birr i 


—in the attractive, five-room home Mr. and 
Mrs. Stitt built just before the war on R. F. D. 
No. 1, Fort Morgan, Colorado. 


Well-known, well-liked, re- 
spected for business ability, 
Harold Stitt is a welcome 
visitor at the office of Frank 
Hall, Manager, Morgan 
County Potato GrowersAssn. 


With a customers’ broker in Denver who represents a 


discusses his investments. Member Firms maintain more 


N e Ww Yi ) rk y { ( 6 k xe h q ft ge Member Firm of the New York Stock Exchange, Mr. Stitt 


than 1550 offices for the convenience of investors. 





